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Reporting (604-899-6731), 


INSTRUCTIONS 

This report must be filed by Exchange Issuers within 60 days of the 
end of their first, second and third fiscal quarters and within 140 days 
of their year end. "Exchange issuer " means an issuer whose securities 
are listed and posted for trading on the Canadian Venture Exchange 
and are not listed and posted on any other exchange or quoted on a 
trading or quotation system in Canada. Three schedules must be 
attached to this report as follows: 


SCHEDULE A: FINANCIAL STATEMENTS 
Financial statements prepared in accordance with Canadian generally 
accepted accounting principles are required as follows: 


For the first, second and third financial quarters: 

Interim financial statements prepared in accordance with section 1751 
of the CICA Handbook, including the following: balance sheet, income 
statement, statement of retained earnings, cash flow statement, and 
notes to the financial statements. 


The periods required to be presented, consistent with CICA Handbook 
section 1751,are as follows: 

* a balance sheet as of the end of the current interim period and a 
comparative balance sheet as of the end of the immediately preceding 
fiscal year; 

* a statement of retained earnings cumulatively for the current fiscal 
year-to-date, with a comparative statement for the comparable year-to- 
date period of the immediately preceding fiscal year; and 

* income statements and cash flow statements for the current interim 
period and cumulatively for the current fiscal year-to-date, with 
comparative statements for the comparable interim periods (current 
and year-to-date)of the immediately preceding fiscal year. 


For the financial year-end: 
Annual audited financial statements prepared on a comparative basis. 


Exchange Issuers with a fiscal year of less than or greater than 12 
months should refer to National Policy No.51 Changes in the Ending 
Date of a Financial Year and in Reporting Status for guidance. 


Issuers in the development stage are directed to the guidance provided 
in CICA Accounting Guideline AcG-11 Enterprises in the Development 
Stage that states "enterprises in the development stage are 
encouraged to disclose in the income statement and in the cash flow 
statement cumulative balances from the inception of the development 
stage." 


Issuers that have been involved in a reverse take-over should refer to 
the guidance found in BCIN #52-701 (previously NIN #91/21) with 
respect to such transactions including the requirement for disclosure of 
supplementary information regarding the legal parent 's prior financial 
operations. 


SCHEDULE B: SUPPLEMENTARY INFORMATION 
The supplementary information set out below must be provided when 
not included in Schedule A. 


1. Analysis of expenses and deferred costs 
Provide a breakdown of amounts presented in the financial 
statements for the following: deferred or expensed exploration, 
expensed research, deferred or expensed development, cost of 
sales, marketing expenses, general and administrative expenses, 
and any other material expenses reported in the income 


QUARTERLY AND YEAR END REPORT 


BC 10: 
FORM 51-901F 
(previously Form 61) 


WwW 


statement and any other material deferred costs presented in the 
balance sheet. 


The breakdown should separately present, at a minimum, each 
component that comprises 20%or more of the total amount for a 
material classification presented on the face of the financial 
statements. All other components of a material classification may 
be grouped together under the heading "miscellaneous "or "other 
"in the cost breakdown; the total for "miscellaneous "should not 
exceed 30%of the total for a material classification. 


Breakdowns are required for the year-to-date period only. 
Breakdowns are not required for comparative periods. 


Issuers in the development stage are reminded that Section 
3(9)(b) of the BC Securities Commission 's Rules requires a 
schedule or note to the financial statements containing an 
analysis of each of exploration, research, development and 
administration costs, whether expensed or deferred and if the 
issuer is a natural resource issuer, that analysis for each material 
property. Because the analysis required by Rule 3(9)(b) must be 
included in the financial statements, the information does not 
have to be repeated in Schedule B. Consistent with CICA 
Accounting Guidelines AcG-11, staff considers an issuer to be in 
the development stage when it is devoting substantially all of its 
efforts to establishing a new business and planned principal 
operations have not commenced. Further, in staff 's view, the lack 
of significant revenues for the past two years normally indicates 
that an issuer is in the development stage. 

2. Related party transactions 
Provide disclosure of all related party transactions as specified in 
Section 3840 of the CICA Handbook. 

3. Summary of securities issued and options granted during the period 
Provide the following information for the year-to-date period: 
(a) summary of securities issued during the period, including date 
of issue, type of security (common shares, convertible 
debentures, etc.), type of issue (private placement, public offering, 
exercise of warrants, etc.)number, price, total proceeds, type of 
consideration (cash, property, etc.) and commission paid, and 
(b) summary of options granted during the period, including date, 
number, name of optionee for those options granted to insiders, 
generic description of other optionees (e.g. "employees 
")exercise price and expiry date. 

4. Summary of securities as at the end of the reporting period 
Provide the following information as at the end of the reporting 
period: 
(a) description of authorized share capital including number of 
shares for each class, dividend rates on preferred shares and 
whether or not cumulative, redemption and conversion provisions, 
(b) number and recorded value for shares issued and 
outstanding, 
(c) description of options, warrants and convertible securities 
outstanding, including number or amount, exercise or conversion 
price and expiry date, and any recorded value, and 
(d) number of shares in each class of shares subject to escrow or 
pooling agreements. 

5. List the names of the directors and officers as at the date this report 

is signed and filed. 
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SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS 

1. General Instructions 
(a) Management discussion and analysis provides management 
with the opportunity to discuss an issuer 's business, current 
financial results, position and future prospects. 
(b) Focus the discussion on material information, including 
liquidity, capital resources, known trends, commitments, events, 
risks or uncertainties that is reasonably expected to have a 
material effect on the issuer. 
(c) For an issuer with active ongoing operations the discussion 
should be substantive (e.g. generally two to four pages in 
length);for an issuer with limited operations the discussion may 
not be as extensive (e.g. one page). 
(d) The discussion must be factual, balanced and non- 
promotional. 
(e) Where the discussion relates to a mineral project, as defined 
in National Instrument 43-101 "Standards of Disclosure for 
Mineral Projects," the disclosure must comply with NI 43-101. 

2. Description of Business 
Provide a brief description of the issuer 's business. Where an 
issuer is inactive and has no business, disclose these facts 
together with a description of any plans to reactivate and the 
business the issuer intends to pursue. 

3. Discussion of Operations and Financial Condition 
Provide a meaningful discussion and analysis of the issuer 's 
operations for the current year-to-date period presented in the 
financial statements. Discuss the issuer 's financial condition as at 
the date of the most recent balance sheet presented in the 
financial statements. 


The following is a list of items that should be addressed in 
management 's discussion and analysis of the issuer 's operations 
and financial condition. This is not intended to be an exhaustive 
list of the relevant items. 

(a) expenditures included in the analysis of expenses and 
deferred costs required under Securities Rule 3(9)(b)and 
Schedule B; 

(b) acquisition or abandonment of resource properties material to 
the issuer including material terms of any acquisition or 
disposition; 

(c) acquisition or disposition of other material capital assets 
including material terms of the acquisition, or disposition; 

(d) material write-off or write-down of assets; 

(e) transactions with related parties, disclosed in Schedule B or 
the notes to the financial statements; 

(f) material contracts or commitments; 

(g) material variances between the issuer 's financial results and 
information previously disclosed by the issuer,(for example if the 
issuer does not achieve revenue and profit estimates previously 
released, discuss this fact and the reasons for the variance); 

(h) material terms of any existing third party investor relations 
arrangements or contracts including: 


ISSUER DETAILS 


NAME OF ISSUER 
VenPath Investments Inc. 


i. the name of the person; 
ii. the amount paid during the reporting period; and 
iii. the services provided during the reporting period; 
(i) legal proceedings; 
(j) contingent liabilities; 
(k) default under debt or other contractual obligations; 
(l) a breach of corporate, securities or other laws, or of an 
issuer 's listing agreement with the Canadian Venture 
Exchange including the nature of the breach, potential 
ramifications and what is being done to remedy it; 
(m) regulatory approval requirements for a significant 
transaction including whether the issuer has obtained the 
required approval or has applied for the approval; 
(n) management changes; or 
(0) special resolutions passed by shareholders. 


4. Subsequent Events 
Discuss any significant events and transactions that occurred 
during the time from the date of the financial statements up to the 
date that this report is certified by the issuer. 
5. Financings, Principal Purposes and Milestones 
(a) In a tabular format, compare any previously disclosed principal 
purposes from a financing to actual expenditures made during the 
reporting period. 
(b) Explain any material variances and the impact, if any, on the 
issuer 's ability to achieve previously disclosed objectives and 
milestones. 
6. Liquidity and Solvency 
Discuss the issuer 's working capital position and its ability to 
meet its ongoing obligations as they become due. 
How to File Under National Instrument 13-101 — System for 
Electronic Document Analysis and Retrieval (SEDAR) 
BC Form 51-901F Quarterly and Year End Reports are filed under 
Category of Filing: Continuous Disclosure and Filing Type: Interim 
Financial Statements or Annual Financial Statements. Schedule A 
(Financial Statements) is filed under Document Type: Interim Financial 
Statements or Annual Financial Statements. Schedule B 
(Supplementary Information)and Schedule C (Management 
Discussion)are filed under Document Type: BC Form 51-901F 
(previously Document Type Form 61(BC)). 


Meeting the Form Requirements 

BC Form 51-901F consists of three parts: Instructions to schedules A, 
B and C, issuer details and a certificate. To comply with National 
Instrument 13-101 it is not necessary to reproduce the instructions that 
are set out in BC Form 51-901F.A cover page to the schedules titled 
BC Form 51-901F that includes the issuer details and certificate is all 
that is required to meet the BC Form 51-901F requirements. The form 
of certificate should be amended so as to refer to one or two of the 
three schedules required to complete the report. 


FOR PERIOD ENDED 
December 31, 2003 


DATE OF REPORT yy/ mm/dd 
2004/05/19 


ISSUER'S ADDRESS 
#300, 110-8" Ave SW 
CITY PROVINCE POSTAL CODE | ISSUER FAX NO. aaece ae Ea oaNte 
Calgary Alberta T2P 1B3 (403) 693-0038 
CONTACT NAME CONTACT'S POSITION CONTACT TELEPHONE NO. 
David Johnson Chief Financial Officer 403) 699-8383 Ext 2021 
CONTACT EMAIL ADDRESS WEBSITE ADDRESS 
dijohnson@dystance.com ~ 

CERTIFICATE 


The three schedules required to complete this Quarterly Report are attached and the disclosure contained therein has been approved by the Board of 
Directors. A copy of this Quarterly Report will be provided to any shareholder who requests it. 
DIRECTOR'S SIGNATURE 


PRINT FULL NAME DATE SIGNED yy/mm/dd 
“Dan Wilson” L. Daniel Wilson 2004/05/19 
“Richard Tingle” Richard Tingle 2004/05/19 
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SCHEDULE A: FINANCIAL STATEMENTS 


Venpath Investments Inc. 


Financial Statements 
For the periods ended 
December 31, 2003 and 2002 
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BDO Dunwoody LLP 1900, 801 - 6 Avenue S.W. 
Chartered Accountants Calgary Alberta Canada T2P 3W2 


Telephone: (403) 266-5608 
EEL ENAT EREA TESE) 
7 end Consultanks Fax: (403) 233-7833 
Driving Growth www.bdo.ca 


Auditors’ Report 


To the Shareholders of 
Venpath Investments Inc. 


We have audited the balance sheets of Venpath Investments Inc. as at December 31, 2003 and 2002 and 
the statements of operations and deficit and cash flows for the year and four month period then ended. 
These financial statements are the responsibility of the Company's management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 2003 and 2002 and the results of its operations and its cash flows for the 
year and four month period then ended in accordance with Canadian generally accepted accounting 
principles. 


600 Ounuerct, UP 
Chartered Accountants 


Calgary, Alberta 
May 12, 2004 


BDO Dunwoody itp is a Limited Liability Partnership registered in Ontario 


roti eu <4 a a. 


2 eu 7 arn - i ; 


rt a eter oo ow _ 


tytig Sou & eae ene be allied ed a ee ee al 
nee wit tactic Mibnend at. paring” Cathe 
oe ree Wi metic 


soit eo ba lia vais 2 
| hd oh ne 
Sore stve' weal ah * at 
my Qi teh ane, km bi 

ae ay Aa ii, Mee 


Oe? a nscsineitiaiiied 1 aL « 
mit wit evel: ge eo y al Wp Tt 
erdinniger. a a a 


Venpath Investments Inc. 
Balance Sheets 


December 31 2003 2002 
Assets 
Current 
Cash and cash equivalents $ 1,590,380 $ 2,835,595 
Accounts receivable 4,815 2,161 


1,595,195 2,837,756 
Long-term investments (Note 4) 2,707,611 2,366,352 


$ 4,302,806 $ 5,204,108 


Liabilities and Shareholders’ Equity 


Current 
Accounts payable and accrued liabilities $ 39.910 $ 96,868 


Shareholders’ equity 


Share capital (Note 5(b)) 5,153,842 5,153,842 
Deficit (890,946) (6,602) 


4,262,896 5,147,240 


$ 4,302,806 $ 5,204,108 


Approved on behalf of the Board: 


"L. Daniel Wilson" Director 
L. Daniel Wilson 


"Richard D. Tingle" Director 
Richard D. Tingle 


The accompanying notes are an integral part of these financial statements. IB D O 
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Venpath Investments Inc. 
Statements of Operations and Deficit 


Year 4 Months 


Ended Ended 
December 31 2003 2002 
Revenue 

Interest $ 17,023 $ 8,006 
Expenses 

General and administrative 6,709 2,607 

Management and consulting fees 104,204 19,603 

Professional fees 35,677 16,092 

146,590 38,302 
Loss from operations (129,567) (30,296) 
Other income (expense) 

Foreign exchange gain (loss) (754,777) 23,694 
Net loss for the period (884,344) (6,602) 
Deficit, beginning of period (6,602) - 
Deficit, end of period $ (890,946) $ (6,602) 
Basic loss per share $ (0.104) $ (0.002) 

The accompanying notes are an integral part of these financial statements. — IB 
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Venpath Investments Inc. 
Statements of Cash Flows 


Year 4 Months 
Ended Ended 
December 31 2003 2002 
Cash flows used in operating activities 
Net loss for the period $ (884,344) $ (6,602) 
Item not affecting cash: 
Unrealized foreign exchange loss (gain) 754,777 (23,694) 
(129,567) (30,296) 
Changes in non-cash working capital balances: 
Accounts receivable (2,654) (1,649) 
Accounts payable and accrued liabilities (16,958) 56,869 


(149,179) 24,924 


Cash flows from financing activity 
Shares issued for cash, net of financing costs 


4,850,000 


Cash flows from investing activities 
Purchase of investment (765,750) (2,366,352) 


Acquisition of cash on amalgamation (Note 3) 303,329 
(765,750) (2,063,023) 
Foreign exchange gain (loss) on cash related items (330,286) 23,694 
Increase (decrease) in cash (1,245,215) 2,835,595 
Cash and cash equivalents, beginning of period 2,835,595 - 
Cash and cash equivalents, end of period $ 1,590,380 $ 2,835,595 
Cash and cash equivalents consists of: 
Cash $ 15,294 $ 327,197 
Short term deposits 1,575,086 2,508,398 


$ 1,590,380 $ 2,835,595 


The accompanying notes are an integral part of these financial statements. j B D O 
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Venpath Investments Inc. 
Notes to the Financial Statements 


December 31, 2003 and 2002 


1. Nature of Operations 


The Company was incorporated under the Alberta Business Corporations Act on September 9, 
1998 as 798948 Alberta Ltd. On September 6, 2002, the Articles of Incorporation were amended to 
reflect the name change of the Company to Venpath Investments Inc. ("VPI"). On December 31, 
2002 the Company completed a reverse takeover ("RTO") of WWS Capital Inc. ("WWS") as 
disclosed in Note 3. The Company is an investment company which specializes in investing in 
insurance, asset management and financial service companies and in technologies that increase 
the efficiency of businesses operating within these industries. 


2. Significant Accounting Policies 


The financial statements of the Company have been prepared by management in accordance with 
Canadian generally accepted accounting principles. The preparation of financial statements in 
conformity with Canadian generally accepted accounting principles requires management to make 
estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes. Actual results could differ from those estimates. The financial statements 
have, in management's opinion, been properly prepared using careful judgment with reasonable 
limits of materiality. The significant accounting policies are as follows: 


(a) Cash and cash equivalents 
Cash and cash equivalents consist of cash on hand, bank balances (including temporary bank 
overdrafts), and term deposits and investments with maturities of three months or less. 


(b) Stock-based compensation plan 
In September 2003, the CICA issued an amendment to section 3870 "Stock based 
compensation and other stock based payments". The amended section is effective for fiscal 
years beginning on or after January 1, 2004. The amendment requires that companies 
measure all stock based payments using the fair value method of accounting and recognize 
the compensation expense in their financial statements. The Company implemented this 
amended standard in 2003 in accordance with the early adoption provisions of the standard. 
Per the transitional provisions, early adoption requires that compensation expense be 
calculated and recorded in the income statement for options and warrants issued on or after 


January 1, 2003. There is no impact on the financial statements for early adoption of this 
accounting policy. 


(c) Financial instruments 
The Company holds various financial instruments. Unless otherwise indicated, it is 
management's opinion that the Company is not exposed to significant interest, currency or 
credit risks arising from these financial instruments. The fair values of these financial 
instruments approximate their carrying values, unless otherwise noted. 
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Venpath Investments Inc. 
Notes to the Financial Statements 


December 31, 2003 and 2002 


2. 


Significant Accounting Policies - continued 


(d) Long-term investments 
Long-term investments not subject to control, joint control or significant influence are carried 
at the lower of cost and market value. Investments are only written down if there is a 
permanent decline in market value. The market valuation of private companies held in the 
investment portfolio is determined by recent third party transactions when available. If a 
recent transaction has not occurred, valuation is determined in accordance with guidelines 
established that are based upon generally accepted valuation parameters. 


(e) Revenue recognition 
Income from investments is recognized as interest accrues, as dividends are declared, and as 
sales of investments take place. 


(f) Foreign currencies 
Foreign currency transactions are translated to Canadian dollars by use of the exchange rate 
in effect at the transaction date. At year-end, monetary assets and liabilities are translated into 
Canadian dollars by using the exchange rate in effect at that date. Preference shares of 
foreign operations are translated at historic rates, unless redemption is required or imminent, 
in which case the current rate is used. Foreign exchange gains and losses are included in 
income in the current period. 


(g) Per share information 
The Company has applied the treasury stock method to determine the dilutive effect of stock 
options. Under the treasury stock method, only "in the money” dilutive instruments impact the 
diluted calculations. Per share amounts are calculated based on the weighted average 
number of shares outstanding during the period. 


(h) Future Income taxes 
The liability method of tax allocation is used in accounting for income taxes. Future tax assets 
and liabilities are determined based on differences between financial reporting and tax bases 
of assets and liabilities, and measured using substantially enacted tax rates and laws that will 
be in effect when the differences are expected to reverse. Future tax assets are recognized 
only to the extent that they are more likely than not to be realized. 


Reverse Takeover 


The shareholders of Venpath Investments Inc. ("VPI") and WWS Capital Inc. ("WWWS") approved a 
plan of amalgamation. Pursuant to the terms of this agreement, which was effective December 31, 
2002, VPI issued 2,366,667 shares to the shareholders of WWS in exchange for all of the 
2,366,667 issued and outstanding shares of WWS at that date. In addition, the holders of the 
WWS options exchanged their options for options in VPI as disclosed in Note 5(c). As this was a 
reverse take over transaction ("RTO"), the acquisition has been accounted for using the purchase 
method of accounting, with VPI being the deemed acquirer. 
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Venpath Investments Inc. 
Notes to Financial Statements 
December 31, 2003 and 2002 


3. Reverse Takeover - continued 


The financial statements include the accounts of VPI and the net assets of WWS acquired, as detailed 


below: 
Cash $ 303,329 
Other current assets ots 
Net identifiable assets acquired, attributed to share capital $ 303,842 
4. Long-term Investments 2003 2002 
Cicada Corp. (i) $ 1,941,861 $ 2,366,352 
RW Smith and Associates (ii) 765,750 


$__ 2,707,611 $ 2,366,352 


(i) On October 8, 2002, the Company purchased 1,868,190 shares of Series A preferred shares of 
Cicada Corp., which represents 100% of the outstanding preferred shares of Cicada Corp. The 
shares are convertible common shares on a one-to-one basis at the option of the Company, 
which, if converted, would give the Company a 7.5% interest in the company's equity. Cicada 
Corp. is a private, U.S.-based development stage company that is developing proprietary software 
for editing, correcting and reformatting raw financial data. As a result, the ultimate recoverability 
of this investment is dependent upon the marketability of the proprietary software and the ability of 
the Cicada Corp. to obtain the necessary financing to complete its development and future 
profitable operations from its investment in developing the proprietary software. There are no 
guarantees that such conditions will be met. The amounts shown represent the investment to 
date, less amounts written-off due to a currency fluctuation, and do not necessarily represent 
present or future values. 


(ii) On January 22, 2003, the Company purchased 4,869 Class A common shares and 43,814 Class 
B common shares of RW Smith & Associates from an arms-length party for $765,750. The 
purchase represents 8% of the outstanding Class A shares and 8% of the outstanding Class B 
shares. RW Smith & Associates is a private US-based company and is a municipal bond brokers’ 
broker. 


As these investments are privately owned and there have been no recent financing transactions, 
the fair value of these investments is not readily determinable. Recoverability of carrying values of 
private investments are related to future cash flows from dividends and the proceeds of sale. 
These cash flow estimates are subject to measurement uncertainty, and the impact on the 
financial statements of future periods could be material. The values assigned are based on 
economic assumptions which, by their nature, are subject to measurement uncertainty and the 
effect on the financial statements resulting from such adjustments, if any, will be reflected 
prospectively. 
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Venpath Investments Inc. 
Notes to Financial Statements 


December 31, 2003 and 2002 


5. Share Capital 


(a) Authorized 


Unlimited number of common, voting shares 
Unlimited number of preferred shares, terms and conditions determined as issued 


(b) Issued 


(c) 


Number Amount 
Common shares 
Balance, September 6, 2002 - $ - 
Shares issued for cash 4,867,000 4,867,000 
Issue costs - (17,000) 
Shares issued on amalgamation (Note 3) 2,366,667 303,842 
Balance, December 31, 2002 and 2003 7,233,667 $ 5,153,842 


Stock Options 

The Company has a stock option plan available to directors, officers, employees, consultants 
and management company employees of the Corporation and any Subsidiary. Under the 
Plan, the company is authorized to issue options to purchase an aggregate of 1,446,733 
shares, representing 20 percent of the issued and outstanding common shares. The options 
vest on a quarterly basis from the date of grant as to 1/6 per quarter over 18 months and 
expire five years from the date of grant. The number of common share to be issued per option 
is to be determined by the Board at the time the options are granted. 


Stock options to acquire common shares are granted to directors, officers, employees, 
consultants and management company employees from time to time at exercise prices equal 
to or greater than the market value of the shares at the date of the grant plus any applicable 
discount permitted by the Exchange. 


On amalgamation, in 2002, the Company issued 236,667 options in exchange for the 236,667 
options of WWS Capital Inc. 


Weighted 

Average 

Number of Option Price Exercise 

Shares per Share Price 

Outstanding September 6, 2002 - - - 
Options granted 236,667 0.30 0.30 
Outstanding December 31, 2002 and 2003 236,667 0.30 §$ 0.30 
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Venpath Investments Inc. 
Notes to Financial Statements 


December 31, 2003 and 2002 
5. Share Capital - continued 
(c) Stock Options - continued 


The options that are vested at December 31, 2003 are summarized as follows: 


Options Exercisable Weighted Average 


Options Exercise and Outstanding at Remaining Contractual Weighted Average 
Outstanding Price December 31, 2003 Life (years) Exercise Price 
236,667 0.30 157,778 2.18 0.30 


The options that are vested at December 31, 2002 are summarized as follows: 


Options Exercisable Weighted Average 


Options Exercise and Outstanding at Remaining Contractual Weighted Average 
Outstanding Price December 31, 2002 Life (years) Exercise Price 
236,667 0.30 - 3.18 0.30 

(d) Escrow 


At December 31, 2003, 6,279,667 (2002 - 6,279,667) common shares were held in escrow. 
The securities will be released from escrow on June 30, 2004. 


6. Stock Compensation 


During 2002, 267,666 options were issued on amalgamation. Had compensation expense related 
to these stock options been determined based on the fair value at the grant dates, the net loss and 
loss per share for the year ended December 31, 2003 would have been increased to the pro forma 
amounts indicated below: 


Net loss -as reported $ (754,777) 
-proforma  $ (765,518) 


Loss per share’ -basic and diluted 
-as reported $ (0.104) 
-proforma $ (0.106) 


The pro forma net loss and loss per share for December 31, 2002 are the same as the amounts 
reported on the income statement as none of the stock options had vested as of this date. 


The pro forma stock-based compensation was calculated using the Black Scholes Model with the 
following weighted average assumptions. 


Risk free interest rate of 5.0% 
Expected life of 2 1/4 years 
Expected dividends of zero 
Expected volatility of 30% 


- IBDO 


Venpath Investments Inc. 
Notes to Financial Statements 


December 31, 2003 and 2002 


7. Related Party Transactions 


During the period the Company expensed $33,640 (2002 - $8,250) in management fees to a company 
controlled by an officer of the Company and $51,750 (2002 - $Nil) in management fees and $10,700 
(2002 - $Nil) in legal fees to companies controlled by directors and officers of the Company. During the 
period the Company also incurred legal fees of $6,571 (2002 - $17,892) with a law firm in which a 
director of the Company is a partner. 


In 2002 the Company issued 250,000 common shares and 78,889 stock options to directors. 
All related party transactions occurred in the normal course of operations, have been measured at the 
agreed to exchange amounts, which is the amount of consideration established and agreed to by the 


related parties which are similar to those negotiable with third parties. 


Included in accounts payable are balances totaling $5,350, payable to companies controlled by officers 
and $25,000 payable to a director. 


8. Income Taxes 2003 2002 


(a) The components of future income tax balances are as follows: 


Future income tax assets 


Non-capital loss carry-forwards $ 127,000 § 78,000 
Share issue costs 8,700 16,000 
Other 2,100 7,300 
137,800 101,300 
Valuation allowance (137,800) (101,300) 
| ee Tee 


No future tax asset has been recognized as the test of more likely than not realization has not 
been met. 


(b) The income tax provision differs from the calculated tax obtained by applying the combined federal 
and provincial tax rate to earnings before income taxes. These differences are accounted for as 


follows: 
Loss for the year before income taxes $__ (459.313) $ (6,602) 
Corporate tax rate 36.7% 39.6% 
Anticipated income tax recovery $ (168,600) $ (2,600) 
Change in valuation allowance 36,500 101,300 
Unrealised foreign exchange loss (gain) 121,200 (9,400) 
Non-capital losses, share issue costs 

and other acquired on amalgamation - (79,600) 
Effect of rate change 2,000 - 
Other 8,900 (9,700) 
Income tax recovery $ - §$ : 
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Venpath Investments Inc. 
Notes to Financial Statements 


December 31, 2003 and 2002 


8. Income Taxes - continued 


(c) The Company has non-capital losses of approximately $346,000 , which are available to reduce 
taxable income in future period. These losses expire as follow: 


2009 32,000 
2010 78,000 
2011 90,000 
2012 146,000 


9. Loss Per Share 


The weighted average number of shares outstanding during the period is 7,233,667 (2002 - 
2,366,669). 


Diluted loss per share has not been disclosed as such would be anti-dilutive. 


10. Financial Instruments 


The Company holds various forms of financial instruments. The nature of these instruments and the 
Company's operations expose the Company to foreign currency, credit, and interest rate risk. The 
Company manages its exposure to this risk by operating in a manner that minimizes its exposure to the 
extent practical. 


(a) Foreign currency rate risk management 
Management of the Company anticipates that the bulk of its future investments will be 
denominated in US dollars. As such, management has elected to keep the majority of its cash 
reserves in US dollar denominated accounts. The Company does not have any exposure to highly 
inflationary foreign currencies. The Company carries the following items in US dollars, and 
accordingly is subject to fluctuations in exchange rates. 


2003 2002 
Cash (CAD) $ 647 $ 190 
Cash equivalents (CAD) $ 1,424,089 $ 2,508,398 
Investments (CAD) $ 2,707,611 $ 2,366,352 


(b) Credit risk 
The Company is an investment company (Note 1), and as such their investments are exposed to 
the risks associated with the companies and industries that the investments relate to. 


All of the Company's cash and cash equivalents are held at one Canadian chartered bank. 
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Venpath Investments Inc. 
Notes to Financial Statements 


December 31, 2003 and 2002 


10. 
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Financial Instruments - continued 


(c) Fair value 
The Company has an investment in convertible preferred shares of one US privately held 
company and an investment in common shares of another US privately held company. 
Management does not believe that the value of these investments have been impaired. Fair value 


information for these investments has not been disclosed as there is no readily available reliable 
market information. 


Subsequent Event 


On February 27, 2004, the Company granted 120,000 options to purchase common shares to the 


Board of Directors. The options are exercisable at $0.13 per share and extend for a period of five 
years. 
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SCHEDULE B: SUPPLEMENTAL INFORMATION 
Breakdown by major category of expenses: 
For the year and fourth quarter ended December 31, 2003 


General and Administrative Expenses 


Year Ended Quarter Ended 

December 31/03" December 31/03" 

Office Rent $ 6,420 $1,920 
Registrar & Transfer Agent Costs 7,788 1,690 
TSX Venture Fees 12,216 -- 
SEDAR Filings & Press Releases ETA AS) 224 
Sponsorship Fees 3,347 847 
Management Fees 79,077 23,827 
Audit Costs 10,846 10,246 
Legal Fees 24,831 2985 
Other 289 198 
TOTAL $146,589 $41 ,937 


Notes: (1) General & Administration costs for the year ended December 31, 2003 include certain 
residual one-time costs associated with the qualifying transaction of the Corporation. 

(2) In the fourth quarter ended December 31, 2003, the Corporation received a notice from 
Revenue Canada disallowing the Corporation’s previous claims for GST input credits as a result 
of the Corporation’s status as an investment company. As a result, the G&A amounts above for 
the fourth quarter include $11,189.36 in GST amounts paid to service providers which are added 
back in the fourth quarter but relate to services provided in earlier financial periods. 


Related party transactions 


During the year ended December 31, 2003, the Corporation accrued or paid 
$79,077 for fees to companies controlled by the officers and/or directors of the 
Corporation as management fees. Also during the year, the Corporation paid 
$10,700 in legal fees to L. Daniel Wilson Professional Corporation for legal 
services provided to the Corporation in conjunction with the R.W. Smith 
investment. The Corporation did not pay or accrue any other salaries to its 
executive officers. 


Summary of securities issued and options granted during the period 


The Corporation did not issue any securities during the financial year ended 
December 31, 2003. 


The Corporation completed its Qualifying Transaction on December 31, 2002. 
This resulted in the amalgamation of public WWS Capital Inc. and the private 
entity VenPath Investments Inc. to form the new public entity VenPath 
Investments Inc. 


Prior to the amalgamation, WWS Capital Inc. had 2,366,667 common shares 
outstanding and VenPath Investments Inc. (the private company) had 4,867,000 
common shares outstanding. Each shareholder of both entities received one 
common share of the amalgamated public entity VenPath Investments Inc., 
leaving 7,233,667 common shares of the amalgamated public entity outstanding 
on December 31, 2002. The same number of common shares remained 
outstanding on December 31, 2003. 
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The amalgamated public entity VenPath Investments Inc. continued 236,667 
options previously issued by WWS Capital Inc. on the same terms and conditions 
as previously existed. 


The Corporation did issue stock options to acquire 120,000 common shares 
subsequent to year end on February 27, 2004. These options to directors of the 
Corporation vested immediately and allow the directors to acquire common 
shares for a 5 year term at an exercise price of $0.13 per share. 


Summary of securities as at December 31, 2003 


Shares Outstanding 


The Corporation is authorized to issue an unlimited number of Common Shares, 
of which 7,233,667 Common Shares are issued and outstanding as at December 
31, 2003. Total paid up share capital for the Corporation is $5,153,842. The 
Corporation is also authorized to issue an unlimited number of Preferred Shares, 
none of which are issued or outstanding at this time. 


The holders of the Corporation's Common Shares are, subject to the rights, 
privileges, restrictions and conditions attaching to the shares of any other class, 
entitled to dividends as and when declared by the Board of Directors of the 
Corporation, to one vote per share at meetings of shareholders of the 
Corporation except meetings at which only holders of a specified class of shares 
are entitled to vote and, upon liquidation, to receive such assets of the 
Corporation as are distributable to the holders of the Common Shares. 


The Preferred Shares are issuable in series. The Preferred Shares have priority 
over the Common Shares of the Corporation with respect to payment of 
dividends and distribution of assets in the event of liquidation, dissolution or 
winding-up of the Corporation, whether voluntary or involuntary, to the extent 
fixed in the case of each respective series, and may also be given such other 
preferences over the Common Shares of the Corporation as may be fixed in the 
case of each such series. 


Options Outstanding 


As of December 31, 2003, the Corporation had reserved a total of 236,667 
Common Shares under a stock option plan to directors and consultants, which 
options entitle the holders thereof to acquire common shares of the Corporation 
at an exercise price of $0.30 per share and expire on March 6, 2005. 


Effective December 31, 2002, the Corporation adopted a new stock option plan 
which will govern all future stock issuances to employees, officers, directors and 
consultants of the Corporation. The Corporation issued 120,000 stock options 
under this plan on February 27, 2004. 


Escrowed Securities 


The Corporation has a total of 6,279,667 common shares in escrow pursuant to 
two escrow agreements. 
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Pursuant to an escrow agreement dated as of March 28, 2000, 1,412,667 
common shares are in escrow (including the original 1,366,667 founder's 
common shares of WWS Capital Inc. originally placed into escrow along with 
46,000 common shares acquired in the market by directors of WWS Capital Inc. 
and subsequently deposited into escrow) with Computershare Investor Services 
acting as escrow agent. Pursuant to a second escrow agreement dated 
December 31, 2002, 4,867,000 common shares of the Corporation held by 
Andover Capital SPC, Ltd. are in escrow with Computershare Investor Services 
acting as escrow agent. 


Both of the escrow agreements provide that the shares will be released 1/3 each 
on June 30, 2003, December 31, 2004 and June 30, 2004. The escrow 
agreements provide that the escrowed shares and the beneficial ownership of or 
interest in them may not be sold, assigned, hypothecated, transferred within 
escrow or dealt with in any manner without the written consent of CDNX. 


The Corporation has not applied for release of any shares as of this date. It is 
anticipated that the Corporation will apply for release of the securities 
subsequent to June 30, 2004, at which time all securities will be eligible for 
release. 


List of names of the directors and officers as at the date of this report 


Dr. Douglas A. Love Chairman, Director and Chief Investment Officer 
L. Daniel Wilson President, CEO, Secretary and Director 

Paul Gurtler Director 

Richard D. Tingle, QC. Director 

lan C. Dundas Director 


David L. Johnson Chief Financial Officer and Treasurer 
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SCHEDULE “C” 


VENPATH INVESTMENTS INC. 
(the “Corporation”) 


MANAGEMENT’S DISCUSSION & ANALYSIS 
FORM 51-102F1 
--ANNUAL-- 
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2003 
ie Date of Information 


The date of the information contained in this Management Discussion and Analysis is May 19, 
2004. 


2. Overall Performance 


The year ended December 31, 2003 was the first year of operation for the company since the 
completion of the Corporation’s Qualifying Transaction on December 31, 2002. 


The Corporation is an investment company whose investment focus is companies engaged in 
the insurance, banking and financial services industries and in technologies that facilitate the 
more efficient operation of these industries. 


As an investment company, the Corporation’s operations during the year ended December 31, 
2003 were minimal. At the time of the Qualifying Transaction, the Corporation had completed 
one significant investment in the amount of $1,500,000 USD in Cicada Corp. (“Cicada”), a U.S.- 
based company that develops financial software for the high-speed cleaning and analysis of 
financial data. The Corporation completed a second investment during January of 2003 in the 
amount of $500,000 USD in R.W. Smith & Associates Inc. (“R.W. Smith”), a U.S.-based 
company that acts as a brokers’ broker for municipal bond trading. 


During the course of the year, management of the Corporation continued to evaluate a number 
of other potential investment opportunities in various industries. For a variety of reasons, the 
Corporation did not elect to proceed with any of the investments which were evaluated. 


Management of the Corporation has three principal objectives for maximizing return to 
shareholders over the long term: (i) monitoring existing investments; (ii) analyzing new potential 
investments and investment strategies, including identifying potential corporate development 
initiatives that position the Corporation in a strategically-advantaged position for long term 
benefit; and (iii) minimizing general & administrative costs such that the maximum percentage of 
the Corporation’s available financial resources are dedicated towards investments. 


With respect to item (i), management of the Corporation has continued to be actively involved in 
the review of its two existing investments. Both Cicada and R.W. Smith are privately-held 
companies in which the Corporation is a minority shareholder and, as such, the Corporation 
does not exert material control over the management of either of these entities. Management of 
Cicada does receive regular financial reports from both Cicada and R.W. Smith. 


One of the major issues for management and the Board of Directors is attempting to determine 

the appropriate carrying value of these investments on the financial statements of the 

Corporation. As private companies, there is no published market by which the investment can 
12 
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be independently valued and it is impractical to hire independent business valuators to evaluate 
the investments on a regular basis. As such, the Corporation must use its best judgment as to 
the appropriate carrying value of these investments based on a variety of factors, but there is no 
assurance that the ultimate disposition value of the investments will not be materially different 
than the Corporation’s book value. Both the Cicada and R.W. Smith investments were made at 
arms’ length and the Corporation has elected to continue to carry these investments at historical 
acquisition cost with adjustments for changes in currency conversion rates between the 
operating currency of Cicada and R.W. Smith (US dollars) and the reporting currency of the 
Corporation (Cdn. Dollars). 


With respect to overall performance, therefore, management of the Corporation is not currently 
aware of any circumstances which would be expected to result in either a material gain or loss 
on its two current investments. The Corporation also retains the largest component of its cash 
reserves in U.S. denominated accounts in consideration of the expectation that the majority of 
its future investments will be in U.S. dollars. Although this policy has resulted in an accounting 
loss for the Corporation for reporting purposes for the year, management of the Corporation 
continues to believe that this is the most reasonable policy over the long term. 


Other than the loss resulting from the Corporation’s general & administrative expenses, the only 
other significant financial item for the Corporation is the currency loss due to the decline of the 
U.S. dollar against the Canadian dollar during the year ended December 31, 2003. Although 
the Corporation reports in Canadian dollars, both of its investments were made in U.S. dollars 
and operate in the United States. 


It is premature at this time to definitively evaluate our progress on item (ii) above. The Board of 
Directors and management of the Corporation have determined that preservation of shareholder 
value remains a prime concern of the Corporation and, as such, the Corporation has been 
cautious in proceeding with any new investments. With respect to long-term strategies, 
management of the Corporation has been formulating plans intended to place the Corporation in 
a strategically advantaged position compared to other investment companies. In order to be 
successful, the Corporation must leverage the financial industry contacts of its management, 
directors and stakeholders to gain access to premium investment opportunities. Also, 
management of the Corporation is focusing on developing a corporate structure that will enable 
it to attract additional capital. A key objective of this analysis is to ensure that the structure is 
optimized from a tax and regulatory perspective. Management of the Corporation anticipates 
that it will be in position to present a proposal to its shareholders for the overall strategy and 
direction of the Corporation within the next several months. 


With respect to item (iii) above, the Corporation believes that it is effectively minimizing all non- 
core expenditures and obtaining the maximum value for each dollar spent on general and 
administrative activities. A significant portion of the general and administrative expenses 
incurred in the first quarter of the year ended December 31, 2003 relate to expenses associated 
with the Qualifying Transaction. Minimizing non-investment related expenditures will continue to 
be a priority of the Corporation. 


oO Selected Annual Financial Information 


The Corporation was created by the amalgamation of two entities. Prior to the completion of its 
Qualifying Transaction on December 31, 2002, WWS Capital Inc. was a CPC company that had 
not carried on any business activities other than pursuing completion of its Qualifying 
Transaction. VenPath Investments Inc. was a private company which hade been organized in 
September 2002 and had made only one investment. On an accounting basis, VenPath 
Investments Inc. was deemed to have completed a reverse take-over of WWS Capital Inc. as a 
result of the amalgamation. As such, the financial results of the predecessor companies to the 
Corporation on a comparison basis are not pertinent to the business of the Corporation as it 
currently exists. 
13 
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4. Results of Operations 


As a pure investment company, the operational activities of the Corporation are principally 
limited to: (a) monitoring the existing investments of the Corporation; (b) identifying and 
performing due diligence on additional potential investments; (c) identifying and pursuing 
additional sources of potential investment capital; and (d) completing activities necessary to 
remain in regulatory compliance as a public entity. 


Management of the Corporation has focused, and will continue to focus, on minimizing general 
and administrative costs associated with the public operations of the company to ensure that as 
much of the financial resources of the Corporation as possible are available for investment. The 
Corporation accrues $25,000 per year in management fees to Chief Investment Officer. The 
Corporation also paid $26,750 (including GST) to its Chief Executive Officer, and $27,327 
(including GST) to its Chief Financial Officer during fiscal 2003. 


The Corporation plans to principally invest in private equity opportunities. Many of the 
Corporation’s investments will be made in companies that are in the development or early- 
commercialization stage in industries within the Corporation’s area of expertise and focus. The 
majority of the Corporation’s investments will have a long-term investment horizon to potential 
liquidity. As such, investment in the Corporation is suitable only for those individuals with a 
long-term investment horizon and a high tolerance for risk. 


Management of the Corporation continues to monitor the operations of the Corporation’s two 
existing investments on a regular basis. As private companies, it is difficult to precisely 
determine the appropriate carrying value of the investments on the Corporation’s books given 
their private status and the lack of directly comparable business models in the public markets. 
The Board of Directors reviews such factors as it considers relevant in making their 
determination, although risk certainly exists that the disposition value of the Corporation’s 
investments could be materially different from carrying value based upon changes in market 
factors and the presence or lack of acceptable purchasers for the Corporation’s interest. 


The Corporation’s analysis for the carrying value at December 31, 2003 was based on its best 
estimate of the likely disposition value of the two investments. Included in this analysis was a 
consideration of the impact of changing currency ratios between the U.S. and Canadian dollar in 
the past year. The Corporation’s investments were both made in U.S. dollars into companies 
operating in the U.S. As such, the relative gain of the Canadian dollar against the U.S. dollar 
resulted in a significant unrealized foreign exchange loss for fiscal 2003. The Corporation 
considered this impact, in addition to the decline in the Canadian dollar against the U.S. dollar 
between December 31, 2003 and the date of the audited financial statements, in making its 
assessment as to whether or not to write-down its investments during the fourth quarter. 


The Corporation had revenue of $17,023 during the year ended December 31, 2003, all of 
which was attributable to interest earned on the Corporation’s cash holdings. 


The Corporation reported a loss of $884,344 Cdn for the year ended December 31, 2003. Of 
this amount, however, only $129,567 was an operating loss. The balance of $754,777 was 
attributable to unrealized foreign currency loss on US dollar denominated cash holdings and on 
investments in the US companies. This loss is “unrealized” because the investments continue 
to be held in US dollars and, therefore, a recovery of the US dollar against the Cdn dollar would 
have the opposite effect in future periods. In other words, the loss on foreign exchange for 
accounting purposes isn’t realized until the Corporation sells its US based investments and/or 
converts US funds into Cdn funds. 


Management of the Corporation believes that the bulk of the Corporation’s future investments 
will be denominated in U.S. dollars. As such, the Corporation has elected to keep the majority 
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of its cash resources for future investment denominated in U.S. dollar accounts. The 
Corporation accounts and reports in Canadian dollars. As a result of this strategy, the 
Corporation’s income statement on a going-forward basis may be affected materially by the 
relative exchange rate between the Canadian and U.S. dollar. In the short term, it is anticipated 
that the recent decline of the Canadian dollar against the U.S. dollar will create an accounting 
gain in the first quarter of the current financial year. Over the longer term, the Corporation does 
not expect that the currency conversion factor will materially impact its business as the U.S. 
dollar has historically been the world’s most stable benchmark currency. 


5. Summary of Quarterly Results 
The following information summarized the financial results of the Corporation for the four 


quarters since the completion of its Qualifying Transaction. All amounts are in Canadian 
dollars: 


Operating Foreign 
income (Loss) | Exchange Gain | Net income (Loss) After 


6. Liquidity 


As of December 31, 2003, the Corporation had $165,143.40 CDN cash in Canadian dollar 
denominated accounts and 1,099,295.35 USD in U.S. dollar denominated accounts. The 
Corporation did not have any material liabilities as at December 31, 2003 other than the 
accounts payable and accrued liabilities of $39,910.62. 


As such, the Corporation has liquid financial reserves to meet its obligations for the foreseeable 
future. 


7. Capital Resources 


The Corporation’s capital resources are currently limited to its liquid investments as discussed 
under the “Liquidity” section. The Corporation does not have any bank lines, nor does it intend 
to pursue any debt instruments at the current time. In the future, the Corporation’s growth may 
be funded by issuance of additional equity securities or through proceeds received on the 
disposition of its equity investments. 


8. Transaction with Related Parties 


Management services are provided to the Corporation through consulting companies controlled 
by the officers of the Corporation. The Corporation pays or accrues $25,000 per year in 
management fees to Chief Investment Officer. The Corporation paid $26,750 (including GST) 
to its Chief Executive Officer, and $27,327 (including GST) to its Chief Financial Officer in fiscal 
2003. The Corporation also paid $10,700 (including GST) to a professional corporation 
controlled by its Chief Executive Officer for legal services provided to the Corporation in 
conjunction with the due diligence and structuring associated with the R.W. Smith investment. 
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9. Fourth Quarter 


During the fourth quarter, the Corporation adjusted the carrying value of its equity investments 
as a result of the continued weakness of the U.S. dollar against other currencies. As Cicada 
and R.W. Smith both operate in the United States, the charge was taken in the fourth quarter to 
appropriately reflect the Corporation’s opinion as to the market value of these investments in 
light of the US dollar devaluation during the year. 


Also during the fourth quarter, the Corporation received notice from Canada Revenue Agency 
that it was denying the Corporation’s claim for input credits based on the Corporation’s status as 
an investment company. As a result, the Corporation included $11,189.36 as general & 
administrative expenses during the fourth quarter that related to services provided during 
previous periods. 


10. Proposed Transactions 


As at the date of this document, the Corporation has received offers from a related party to 
purchase the two investments in Cicada and R.W. Smith for amounts that approximate the 
original U.S. dollar cost of the investments. As management of the Corporation has not yet 
determined to recommend acceptance of the offers and the Board of Directors have not had 
time to review the offers, the Corporation has elected not to provide further details on these 
offers at this time. As the offers are from a related party, the determination as to whether to 
accept the offers will be made by the independent members of the Board of Directors of the 
Corporation. At such time as the Corporation determines whether it will pursue these offers, 
disclosure will be made as to the nature of the offers. 


11. Changes in Accounting Policies Including Initial Adoption 


In September 2003, the CICA issued an amendment to section 3870 "Stock based 
compensation and other stock based payments". The amended section is effective for fiscal 
years beginning on or after January 1, 2004. The amendment requires that companies measure 
all stock based payments using the fair value method of accounting and recognize the 
compensation expense in their financial statements. The Company implemented this amended 
standard in 2003 in accordance with the early adoption provisions of the standard. Per the 
transitional provisions, early adoption requires that compensation expense be calculated and 
recorded in the income statement for options and warrants issued on or after January 1, 2003. 
There is no impact on the financial statements for early adoption of this accounting policy. 


12. Financial Instruments and Other Instruments 
The Corporation invests its liquid capital in US and Cdn dollar denominated bank instruments 
with relatively short maturities (30 days or shorter). While this policy limits the yield on the 
Corporation’s liquid investments, management has determined that it is in the best interests of 


the Corporation to maintain its cash assets in such a manner that they can be made available 
for investment within a short time period. 


13. General & Administration Expenses 


See Item 1 on Schedule “B” of the Corporation’ss BC Form 51-901F for the year ended 
December 31, 2003. 


14. Outstanding Securities 


See Items 3 & 4 on Schedule “B” of the Corporation’s BC Form 51-901F for the year ended 
December 31, 2003. 
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